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e Health protection, education, and a four-point 
economic program are contributing to the... 


Economic Progress 
of the American Indian 


ECAUSE Indian affairs is a big and com- 

plicated subject, it will obviously not be 
possible for me in an article such as this to 
cover every aspect of current Indian life or 
even every phase of our present Indian Bureau 
program. However, I do want to provide at 
least a quick review of where we stand today 
in Indian affairs, what we in the Bureau are 
trying to accomplish in cooperation with the 
Indian people, and what I think the outcome 
will probably be. 

But first, it may help to put matters in 
perspective if I offer just the briefest kind of 
a historical outline. As most Americans doubt- 
less know, the concern of our National Gov- 
ernment with Indian affairs goes back to the 
very founding of the Republic. In fact, one of 
the first acts of the Continental Congress in 
1775 was to set up three departments of 
Indian affairs—northern, middle, and south- 
ern—headed by three men whose names are 
not entirely unfamiliar. They were Benjamin 
Franklin, James Wilson, and Patrick Henry. 

After the Revolutionary War and through- 
out the first two-thirds of the 19th century, as 
the non-Indian population gradually pushed 
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westward across the country, our relations 
with the Indians were largely of a military 
nature. In fact, the Bureau of Indian Affairs, 
which was established in 1824, was a part of 
the War Department down to 1849 and was 
staffed with Army personnel to a considerable 
extent far beyond that date. During most of 
this period until 1871 there was intermittent 
fighting with Indian tribes all along the fron- 
tier; there were peace treaties negotiated with 
the tribes at the conclusion of such fighting; 
and there were reservations or areas of land 
set aside for the tribes under the terms of 
these treaties. 

By 1871 the general pattern of reservation 
was pretty well set in its present form (except 
for a few which were established later by 
executive order or statute) and in that year 
Congress formally abolished the practice of 
negotiating treaties with the Indian tribes. 
Thereafter the emphasis was more on trying 
to civilize the Indian than to exterminate him 
and in 1924, just 100 years after the estab- 
lishment of the Indian Bureau, Congress 
passed another historic statute which gave 
American citizenship to all our people of 
Indian descent. 


Organization and Policies Today 


Now where do we stand today? There are 
today about 475,000 people in the United 
States who would ordinarily be identified as 
Indians and about three-fourths of them prob- 
ably come within the scope of the responsi- 
bilities of the Bureau of Indian Affairs. Our 
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responsibilities, incidentally, are of two prin- 
cipal kinds. First, we have trust responsibili- 
ties for about 54,000,000 acres of Indian land 
located chiefly on reservations west of the 
Mississippi River; about 39,000,000 acres of 
this is tribal land belonging to the entire tribe 
in common and the balance is allotted land 
belonging to individual Indians. Secondly, we 
are responsible under various laws and treaties 
for providing community services such as edu- 
cation, welfare aid, and law enforcement. 

The Number One objective of Federal 
Indian policy today is to work with the Indian 
people and prepare them so that they can 
eventually make their own way as independent 
citizens without the benefit—and the handi- 
cap—of Federal trusteeship over their prop- 
erty and without the necessity of calling upon 
the Government for special services. In the 
past the paternalistic policy of our Govern- 
ment has subjected our Indian people to a 
second rate citizenship at the costly rate, at 
the present time, of about $150 million an- 
nually. If we push forward with these pro- 
grams of ours, the time will come in the not 
too distant future when these same people will 
be first rate citizens and contributing their 
share to society. 


Better Health Protection 


About five years ago, after I finished my 
first extensive tour of the Indian country, it 
seemed to me that there were three main 
spheres of need among the Indian people that 
called for immediate and intensified action. 
One was the need for better health protection 
to reduce the appalling rates of infant mortality 
and tuberculosis and other infectious diseases 
which prevailed on so many reservations. A 
second was the need to give all Indian chil- 
dren a chance for an adequate education. The 
third was the need to provide Indian people 
with a wider range of economic opportunity so 
that they can use their God-given skills and 
talents to improve their living standards and 
make their full contribution to the productive 
life of the Nation. 

In the first two spheres of action I believe 


any fair-minded observer would agree that 
we have made excellent progress over the past 
five years. While it would certainly be mis- 
leading to imply that all problems have been 
solved in Indian health and Indian education 
and that nothing more needs to be done, I 
think it is fair to say that the most critically 
urgent needs of five years ago in these two 
fields have now been substantially met and 
the job has at least been reduced to more 
manageable proportions. 

As far as Indian health is concerned, the 
most important step was taken three years 
ago last July when the whole program was 
transferred to the United States Public Health 
Service under legislation which we in the 
Bureau of Indian Affairs—I am proud to say 
—strongly supported and endorsed. Since that 
time the funds available for health work 
among the Indian people have been more than 
doubled and substantial advances have been 
made both in the provision of hospital care 
and in preventive medical activity on the 
reservations. 


Gains and Problems in Education 


In education, where the Bureau of Indian 
Affairs continues to carry the responsibility, 
we still have a long and difficult job to do 
chiefly because the school-age population on 
reservation keeps getting larger all the time. 
But the job is no longer a pressing emergency 
as it was five years ago when just about half 
the children of the biggest tribe in the coun- 
try, the Navajos, were being deprived of even 
an elementary education and were in serious 
danger of growing up as illiterates. At that 
time there were about 14,000 Navajo young- 
sters of school age, between the ages of 6 and 
18, not enrolled in any school. Last spring, 
by contrast, the number was down to about 
3,000; and that included, of course, many 
handicapped children—mental defectives and 
so on—who would not be going to school in 
any case. For all practical purposes, the prob- 
lem of lack of space, which so bedeviled us 
five years ago, has been at least temporarily 
overcome. 
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Developing Economic Resources 
on the Reservations 

In the economic sphere, where the problems 
are considerably more complex and challeng- 
ing, our progress has necessarily been some- 
what slower and less dramatic. But it has been 
substantial nonetheless. Today we are attack- 
ing these economic problems of the Indian 
people along four major lines of approach. 

The first is a continuation and intensifica- 
tion of the work which the Bureau of Indian 
Affairs has been doing for many years to pro- 
tect and develop the resources on the reserva- 
tions. In the past few years we have been 
devoting more money and more manpower to 
this work than ever before in the history of 
the Bureau. As a result, we are gradually 
extending soil conservation measures over the 
Indian lands that need protection, putting our 
land records and our procedures for handling 
realty transactions in better shape, and devel- 
oping up-to-date inventories of the Indian 
timber resources. We are also enlarging and 
extending irrigation systems, wherever feas- 
ible, across the reservation lands, developing 
new sources of range water supply, and build- 
ing and improving badly needed reservation 
roads. 

All of this work, of course, is aimed at 
bringing the reservation lands and other re- 
sources up to the highest level of productivity, 
consistent with conservation principles, so that 
they will produce the maximum income for the 
Indian owners. It is one way of broadening 
the range of economic opportunities for the 
Indian people. But it is not and never can be 
the total answer to all their economic prob- 
lems. The fact is that most tribal populations 
have outgrown the land resources. 


Relocation Service 


The second major phase of our economic 
opportunity program is what we call “reloca- 
tion service.” Although the program is only 
about six years old, I want to emphasize that 
there is nothing new or revolutionary about 
the idea of Indians leaving the reservations 
and taking up life in non-Indian communities. 
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They have been doing it for generations and 
I am sure they would have gone on doing it 
even if the Government had never initiated a 
relocation service operation. However, it is 
undoubtedly true that the volume of move- 
ment away from the reservation has increased 
somewhat in recent years as a result of the 
guidance and assistance we in the Bureau 
have been making available. 

Basically, this operation consists of two 
major phases. One of these is centered on the 
reservations where our relocation personnel 
accept the applications from those who want 
to make a move, counsel with them on their 
family situations and financial prospects, and 
try to prepare them—at least in a preliminary 
way—for the kind of adjustments they will 
eventually face in the new communities of 
their choice. 

The second phase of the operation is head- 
quartered in what we might call the relocation 
destinations, where it is considerably more 
intensive. Currently we are operating ten of 
these centers or offices in large cities and med- 
ium-sized communities t»roughout the western 
and middle western portions of the country. 
One of the oldest is in Chicago in the Trans- 
portation Building on South Dearborn Street. 
Other relocation offices are at Los Angeles, 
San Francisco, and San Jose in California, and 
at Denver and St. Louis. More recently we 
have opened a new office in Oakland, Cali- 
fornia, and have moved a little farther east to 
Cleveland and Cincinnati and into the mid- 
South area at Dallas, Texas. 


Activities of the 
City Relocation Offices 


In these ten city relocation offices the job 
involves maintaining contacts with a wide 
range of employers and helping the incoming 
Indians to find suitable employment. It also 
involves a whole variety of activities that 
might be grouped under the heading of com- 
munity adjustment. This includes help in find- 
ing housing, putting the Indian family in 
touch with the church of its choice, advising 
them on the street car routes, and telling them 


about the public and private agencies of the 
community that can be of help to them. 

Our experience has been that the male 
members of the relocating families, more often 
than not, are men who have been in military 
service and consequently have had consider- 
able previous contact with life off the reserva- 
tions. The Indian wives, on the other hand, 
are more likely to be shy, bewildered by their 
new surroundings, and more urgently in need 
of a sympathetic guiding hand. So we have 
been giving special emphasis recently to the 
needs and problems of the women members 
in the relocating families. 

Since the start of this program in early 
1952, assistance in relocating has been pro- 
vided to a total of about 27,000 Indians— 
men, women, and children. From the reports 
and records that we have available, it is clear 
that not more than a third—and probably not 
much more than a quarter—of these people 
have found life in the big cities incompatible 
and have returned permanently to the reserva- 
tions. So we have today somewhere between 
19,000 and 20,000 Indians who may be con- 
sidered, for all practical purposes, as perma- 
nently relocated under the auspices of this 
program. 

Indians in the Cities 

During the past few years I have met with 
many of these people in their new locations, 
visited with some of them in their homes, and 
talked with a considerable number of their 
employers. As might readily be expected, not 
all of these Indian people are having an easy 
time of it in adjusting to big-city life. For 
some of them whose educational backgrounds 
are limited, the difficulties are very real and 
substantial. Nevertheless, the over-all net im- 
pression which I have is one of encouraging 
benefit and progress. 

The great majority of these relocated Indian 
people are obviously enjoying higher incomes, 
better standards of living, and more of the 
conveniences of modern life than they have 
ever known before. Their children are attend- 
ing the regular public schools and many of the 
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parents are playing an increasing part in 
neighborhood and community activities. In 
the place of the old feelings of hopelessness 
and apathy which so many of them had on the 
reservations, you will find a new spring in the 
step and a new sparkle in the eye; less of a 
tendency just to coast along from day to day, 
more disposition to look ahead and build for 
the future. 

All of these things certainly are on the 
credit side of the ledger and I take a great 
deal of personal pride and satisfaction in the 
fact that the Bureau has played an active role 
during my term of office in contributing to 
this development and growth. Equally import- 
ant and perhaps more so, in my opinion, is the 
excellent reputation which Indian people have 
been building for themselves as capable and 
loyal workers in the whole broad region be- 
tween Chicago and the Pacific Coast. Actually 
we have dozens of letters in our files from em- 
ployers who are complimentary and even high- 
ly enthusiastic about the quality of their 
Indian employees. 


Industrial Development and 
Vocational Training 


The third phase of our economic opportun- 
ity work which we call industrial development 
we initiated about three years ago. Under this 
program we are collaborating quite closely 
with the tribal organizations in providing at- 
tractions and inducements which will encour- 
age the establishment of new manufacturing 
plants in communities around the borders of 
the reservations. Although the program is still 
comparatively young, it has already produced 
tangible and encouraging results. Today there 
are nine plants on the outskirts of reservations 
which were not there a few years ago. They 
include garment factories, electronics assembly 
plants, and plants for the manufacture of 
toys, juvenile furniture, and a wide range of 
assorted products. 

The fourth and final phase of our economic 
development work is the adult vocational 
training program which we initiated on a 
formal basis on July 1, 1957. This relatively 
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new program is intended chiefly for the bene- 
fit of Indians in the 18-to-35 age bracket who 
may have had a moderate amount of schooling 
but lack the specific job skills needed to 
realize their full earning capacities. Since there 
are a substantial number of such Indians on 
nearly all reservations, I believe that the pro- 
gram has tremendous potentialities for benefit 
in the years that lie ahead. 

Two main types of training are involved. 
One is on-the-job training in plants of the 
kind I have just mentioned which is provided 
under contracts between our Bureau and the 
manufacturing companies. Ordinarily this type 
of training will last about 13 weeks and will 
lead directly into full-time employment in the 
plant. Nine of these contracts are now in effect 
providing for a potential total of nearly 600 
trainees. 

The second main type involves training of 
the more formalized kind in regularly estab- 
lished and accredited vocational schools. In 
connection with this kind of training, which 
may run for a maximum of two years, we feel 
that it is most important not to separate fam- 
ily groups, even temporarily. So we are pro- 
viding transportation to the place of training 
and subsistence during the course of study not 
only for the trainee himself but also for his 
immediate family dependents. In other words, 
we are providing what might be called “a 
temporary relocation service.” Because this is 
admittedly somewhat expensive and because 
our funds are limited, we are not expecting 
to accommodate more than about 1,200 train- 
ees in vocational schools during the present 


fiscal year which ends next July. However, 
this is a start and I am sure everyone will 
agree that it is a good, firm step in the right 
direction. 


The Interests of Businessmen 


In this article I have deliberately empha- 
sized the economic phases of our work in the 
Bureau of Indian Affairs rather than educa- 
tion and other phases for two main reasons: 
first, because I regard these economic oppor- 
tunity programs as crucially important right 
now to the future welfare of the Indian peo- 
ple living today on the reservations; secondly, 
because of the kinds of interests which I felt 
readers of the Michigan Business Review 
would probably have. 

We in the Bureau of Indian Affairs face a 
difficult and challenging task in helping the 
Indian people to take their proper place at 
long last in the broader currents of our na- 
tional life. We have no illusions whatever that 
our efforts alone are ever going to accomplish 
the total job. In addition to what we do, there 
is always need for action by public-spirited 
citizens everywhere—especially those who have 
leading positions in industry and in business. 

For too many years throughout our past 
history our Indian people living on reserva- 
tions have been largely neglected and ignored 
as the Nation moved forward. But I feel con- 
fident, more confident than ever before, that a 
new day is now dawning for them and that 
their future will be a bright and shining con- 
trast with the past that most of them have 
known. 


TOO MANY CHIEFS! 


Somehow we get the idea sometimes that we should always be looking for future 
managers, department heads, and key supervisory materials. Ever stop to think what 
would happen if we reached this goal? Yes we'd have all chiefs and no indians. Face it; 
we need to spend a great deal of time looking for and finding good indians to run our 
departments. Strength in organization is in balance as well as in quality topside. 

Jots and Jolts, May, 1958, published by Dr. Hilton D. Shepherd, 


Fort Worth, Texas 
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e Even acompetent manager may need help to 
understand his own strengths and weaknesses. 


Mirrors for Managers 


EW men would buy a new suit or hat 

without an opportunity to view themselves 
in the garment before a mirror (and prefer- 
ably a three-way mirror). Presumably, they 
feel it important to secure a more objective 
view of its fit, style, and color on them as 
individuals than they can secure by viewing 
it on a rack or by just trying it on. In other 
words, they want to see themselves in the 
garment as others will see them if it becomes 
a part of their daily lives. 

Yet managers, and especially top managers 
and presidents of companies, make many more 
costly and irrevocable decisions about their 
businesses with far less opportunity to foresee 
objectively the consequences of these decisions. 

The thoughtful business executive does 
many extra things all the time to do a better 
job. He reads books and articles that will 
increase his understanding of his field; he 
attends management conferences where he 
meets with executives of other companies to 
discuss mutual problems and new techniques; 
and sometimes he even sets himself a schedule 
of regular medical checkups and physical con- 
ditioning to prepare him for the stresses of his 
business life. Such men seek continually for 
ways of sharpening their over-all effectiveness 
and it is not surprising that many of them 
have seen the need for a “mirror” to help 
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them recognize when some of their own deep- 
seated characteristics are getting out of hand. 

Managers can have few, if any, friends or 
critics within their firms. The nature of their 
role deprives them of these aids to the average 
man. They cannot expect a genuine friendship 
with men whose income depends upon their 
relations with the boss. Neither can they ex- 
pect open and spontaneous criticism from their 
subordinates, no matter how sincerely they 
request it. If they have a superior or a board 
of directors to whom they are responsible, 
they can expect criticism to come fast and 
hard after they have made mistakes—when it 
is too late to alter their course of action; but 
they may get little appraisal—in advance—of 
the distorting influence of their own person- 
ality characteristics on their decisions. 

Thus, the very men whose decisions are 
most critical usually have the least opportun- 
ity to be sure that they are considering a 
problem from all angles and that they are 
keeping their own biases out of their thinking 
and actions. 


Pressure Produces 
Ill-Considered Judgments 


Ironically enough, the more pressure that 
top men experience, the more subjective their 
judgments become, so that their most critical 
judgments have the least likelihood of being 
objective and well-considered. In this, they 
are no different from anyone else who is called 
upon to perform at his ultimate capacity while 
in a state of relative exhaustion. At such 
times, the little things tkat ordinarily are 
taken in stride—the minor frustrations and 
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irritations—assume such magnitude that they 
frequently become the compelling basis for 
action, leaving the major issues unrecognized 
and unattended. An individual’s rational pro- 
cesses then give way to the particular pattern 
of motivations that has grown within him 
since his earliest days and that tends to steer 
him in special directions whenever his con- 
scious control is relaxed. 

In this sense, people have been compared 
with pieces of marble in which fissures of 
relative weakness exist in unique patterns. 
Under normal circumstances, a piece of marble 
is fairly hard and impervious. But a relatively 
light blow, directed at points of weakness, 
will shatter the marble in patterns prede- 
termined by the fissures. So it is with people— 
and even with managers and presidents. Each 
man has his particular pattern of potential 
weakness, and if the pressure to which he is 
subjected is too great or is directed toward a 
point of individual weakness, he will break in 
predetermined directions, no matter how im- 
pervious to pressures he may have appeared. 

The following managers and presidents, 
who shall be identified as John Smith, Frank 
Jones, and George Black, are examples of the 
tragic waste and heartache that can be in- 
volved for otherwise very capable people if 
they are unaware of the undercurrents in their 
own personalities. 


Trouble for John Smith 


John Smith was aggressive and ambitious. 
He had been equipped with great physical 
stamina, but with only slightly above-average 
mental ability. He was fiercely competitive 
and was goaded by strong inner forces to sur- 
pass others in any activity that came his way. 
In school, he made high grades by doubling 
or tripling if necessary the time others spent 
in study. The same desire to excel and will- 
ingness to work long hours enabled him to 
forge ahead of others quickly in a manufac- 
turing organization. He inwardly reveled at 
his ability to wear out his competition and he 
grew to regard any dependence on others as a 
sign of weakness. Also he began to think of 
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himself as actually more competent than 
others, forgetting the extra time and effort 
he put into a job in order to come out ahead. 
This led him to assume more and more re- 
sponsibility with blithe confidence in his abil- 
ity to succeed on any job. Soon, he seemed 
the obvious choice to become general manager 
of a complicated operation that had long 
failed to live up to its potential. It was thought 
that he would really light a fire under it, and 
he was appointed to the position. 

Unfortunately, but predictably, John tried 
to handle the new situation exactly as he had © 
handled everything else. He tried to look into 
all parts of the organization at once and by 
himself. He felt that he had to show all his 
staff that he knew more about their particular 
jobs than they did. He spent fifteen and 
eighteen hours a day on the job seven days a 
week until the thousands of details he was 
trying to assimilate whirled before him in 
meaningless confusion. He upbraided his staff 
for making him do all the work, forgetting 
that he had discredited their earlier efforts to 
help. 

As months went by the confusion deepened 
and John became so groggy that, when dis- 
cussing his division with the president, he was 
unable to make sense on even simple matters. 
The end of the line was obvious to everyone 
but John, who appeared stunned when his 
services were terminated after such heroic 
efforts. 


Trouble for Frank Jones 


Frank Jones was a bright young man who 
had inherited a very successful family business 
from his aggressive, driving father. Frank’s 
father had given his son the education that he 
himself never had, and he had tried to require 
the highest performance standards in every- 
thing Frank did as he grew up. He made 
Frank feel that his highest accomplishment 
would be regarded as little better than mar- 
ginal, considering the advantages he had been 
given. Frank had not really wanted to go 
into the business after college; but he did, 
partly because his father had always planned 
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it that way, and partly because he was not 
sure he could do as well in anything else. 

After his father died, Frank decided to run 
things differently. He felt that people did not 
like to be pushed around and criticized, so he 
stayed in his office most of the time and let 
people come to him if they had problems. He 
also felt that most problems would resolve 
themselves in time anyway and that fewer 
people were annoyed if you avoided pushing 
natural processes by making decisions. He 
never fired people and believed firmly in pro- 
moting from within, rather than considering 
outsiders to fill vacancies. 

As time went on, the company slipped slow- 
ly but steadily. It had once been the most 
respected industry in town, but others were 
now assuming the leadership role. Everybody 
liked Frank, but they also sensed that some- 
thing was lacking. Frank felt that the com- 
munity was regarding him with less respect 
than they had his father, in spite of his 
greater generosity and participation in com- 
munity affairs. This hurt him and he began 
spending more time on vacations away from 
the business and community, while he let a 
committee of his top men try to run the busi- 
ness. Some of his better people resigned and 
the business continued its downhill course. 
Frank felt confused, bitter, and depressed 
about what was happening. 


Trouble for George Black 


George Black was excitable and had a keen 
mind for figures. He had possessed a burning 
desire to advance himself and to control others 
ever since his early days on the lower east 
side of New York when he had been small for 
his age and had been kicked around by others 
most of the time. He became an accountant 
and then went into industry. He rapidly made 
a name for himself as a result of his relent- 
less slashing of costs and introduction of all 
manner of management controls. 

George leapfrogged from one job to another, 
never allowing himself to be stymied by loyal- 
ties to any particular individuals or organiza- 


tions. His economy axe was sharp, and his 
various control measures soon revealed to him 
the slack spots in any operation. 

Every superior for whom he worked in his 
rapid rise praised him for his ability to cut 
costs and increase profits, although they 
sometimes shook their heads privately about 
his almost inhuman singleness of purpose. 
George fed on their approval, however, and 
parlayed his reputation as a cost-cutter into 
the job of president of a fairly large manufac- 
turing organization that was in poor financial 
condition, although it had considerable growth 
potential if properly operated. 

George no longer had a boss to please; 
but he continued the same pattern that had 
brought him his previous successes. He slashed 
all nonessential operations and pared all but 
direct labor personnel to the bone. The first 
year his profit picture was impressive, par- 
ticularly since the previous managements had 
often wound up in the red. George was not 
content, however, and required his department 
heads to institute further economies. They 
pleaded with him and forecast dire results, but 
George was relentless. Again, he achieved an 
impressive profit picture, although not at so 
high a rate of improvement as he had achieved 
his first year. This goaded him to apply yet 
more stringent economies, but instead of 
achieving spectacular results, the organization 
began to crumble around him. 

Some of his strongest men resigned to join 
competitors, machine “down time” increased 
as a result of insufficient maintenance, labor 
grievances piled up to proportions that con- 
stantly threatened strikes, competitive research 
and design began to outstrip the drastically 
curtailed engineering department, and custom- 
er relationships deteriorated, due to inadequate 
service and administrative personnel. George 
rushed around trying to plug holes in the dike 
by relaxing his budget strings, but it was “too 
little and too late.” He could hardly believe 
it at first when the board asked for his resig- 
nation. He could not understand why his 
proven success formulas had suddenly gone 
so sour. 
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Can Anyone See Himself Objectively? 


The reader may find the foregoing case 
studies interesting and may even be reminded 
by them of specific individuals he has known. 
He may agree that John, Frank, and George 
(and perhaps some other individuals of his 
own acquaintance) needed help in viewing 
and understanding themselves more objec- 
tively. Some readers, however, may view such 
cases as tragic but rare, and they may have 
difficulty in picturing themselves or any of 
their more substantial friends as having need 
for a mirror in which to view themselves more 
objectively. 

The wise executive will not leap to such a 
conclusion too quickly. His company may be 
making a handsome profit, his personal pro- 
gress may have been rapid and steady, and 
all may appear to be sweetness and light 
among his subordinates. Yet unsuspected 
trouble may be brewing, and the chances are 
that it will be associated with some of the 
executive’s characteristics that he has regarded 
as his greatest strengths. 

Outstanding performers in any field become 
and remain outstanding not alone through 
native ability and practice, but through ob- 
jective observation and the early correction 
of minor flaws by coaches and teachers. The 
great opera star, the top golfer, the star skater 
—all subject themselves to constant observa- 
tion and correction by individuals who usually 
have far less personal skill in the art than the 
performer, but who are trained observers and 
teachers. The amateur can afford to have 
faults; the professional cannot. 

As management becomes more complex and 
competitive and as the pressures on managers 
increase, shrewd executives recognize that if 
they are “playing for keeps” in modern man- 
agement circles they had best not assume too 
blithely that they are safe from the pitfalls 
into which others have dropped. At earlier 
points in their careers, John, Frank, and 
George were also well satisfied with them- 
selves and with the methods they employed; 
and they seemed safe in this satisfaction. 
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Where Can a Manager Find a Mirror? 


Where can managers find the kind of mirror 
that will help them see themselves more ob- 
jectively? A very few have found this kind of 
help in a wife, a friend, or in systematic 
introspection. Such sources of help rarely re- 
main objective, however, and consequently 
many managers have turned to management 
psychologists. The psychologist tries to help 
the manager understand himself and the un- 
derlying forces that propel him at times in 
destructive directions. In this process the psy- 
chologist is aided both by his professional 
training and by the unique relationship that 
can exist between him and the manager. 


Relationship between Manager 
and Psychologist 

Both the psychologist and the manager 
recognize that the relationship between them 
has certain unique advantages as well as cer- 
tain well-defined limits. It is understood that 
the manager can talk with the psychologist 
in complete confidence about, any subject, 
whether it is a highly personal one or one 
concerning confidential problems of the busi- 
ness. The psychologist is not expected to advise 
or to make decisions that can be only the 
responsibility of the manager, but he can help 
the manager think objectively about his prob- 
lems and about the possible influence of his 
own underlying drives on his outward atti- 
tudes and actions. 

The psychologist is an understanding listener 
in situations where the manager may have no 
other listeners. The manager need never feel 
that the psychologist will argue with him or 
attack his decisions or actions. Like a three- 
way mirror, the psychologist only helps the 
individual see himself more completely and 
objectively in various past, present, and po- 
tential actions. This enables the manager to 
talk about his feelings and tentative ideas in 
a manner that often enables him to recognize 
for himself the self-defeating elements in his 
thinking. He knows, however, that if he does 
not recognize such elements in himself the 


psychologist will help him think through these 
in a manner that minimizes his need to feel 
defensive about tentative opinions. 

The manager learns over a period of time 
that the psychologist understands him in many 
ways better than he or anyone else does, but 
he also learns that this relationship has limits 
that must be maintained in order to preserve 
its unique benefits. He learns, for instance, not 
to look to the psychologist for enthusiastic 
praise any more than for sharp criticism. This 
helps to free him from any need to please the 
psychologist or to avoid his criticism; and it 
enables him to think as objectively as possible 
about his actions and attitudes. 

The manager also learns that, much as he 
may grow to like the psychologist, it is best 
to avoid close friendship or social relationship 
with him. When friendship and mutual social 
experiences become involved, they tend to 
muddy the waters of the unique relationship 
between the manager and the psychologist, so 
that it is more difficult for both to be con- 
structively objective. 

The mutual objective in the relationship 
between the manager and the psychologist is 
always to help the manager become a stronger, 
more broadly capable individual who will be 
better fortified to deal successfully and satis- 
fyingly with a broad variety of conditions. 

This objective is never realized quickly or 
easily. Adult habit-patterns that have been 
deeply grooved for many years are not easily 
remolded—even when a manager becomes 
thoroughly familiar with his basic tendencies 
and thinks he is alerted to the danger signs. 
He may still lapse into the old patterns from 
time to time under unusual pressures. Each 
lapse, however, can provide a positive learning 
experience if the manager can think about it 
in retrospect and view it with the aid of his 
mirror. Similarly, each success brought about 
by trying out new insights tends to reinforce 
the new and more effective types of behavior. 


Mirrors Needed 


What John and Frank and George failed to 
understand was themselves. They had no mir- 


ror in which they could see themselves ob- 
jectively; consequently each was unable to 
recognize basic forces within himself that were 
capable of producing his destruction if allowed 
to grow. Each saw only what seemed to him 
subjectively to be the right way of meeting 
problems. If action based on what he felt was 
right net with early successes, the validity of 
this feeling was strongly reinforced. In time 
each became uncritical of his own basic pat- 
tern of behavior. In doing this, each left him- 
self wide open for defeats usually brought 
about by blind, uncontrolled application of 
what he regarded as his virtues. 


A Mirror for John Smith 


Two years after John Smith’s unfortunate 
experience as a general manager, he encoun- 
tered a psychologist in the company in which 
he was then working. John was assistant 
manufacturing manager at that point and was 
on his way up the ladder again—still follow- 
ing the same pattern of trying to prove his 
superiority to everyone by sheer physical 
stamina. 

John was half-afraid and half-angry when 
he, along with the other executives, was first 
scheduled for an interview with the psycholo- 
gist. He found, however, that it was not bad 
at all once he met the psychologist and start- 
ed thinking and talking about himself. After a 
few interviews John began looking at his own 
actions from some new angles that he had not 
really considered before. Some of these were a 
little hard to take at first since they revealed 
him in a less heroic light than the one he had 
been used to, but they fitted together and 
began to make sense. 

He first had to accept the fact that in terms 
of basic mental equipment he was probably 
not much better off than the majority of other 
people. Then, he had to think through some of 
the other early relationships in his life that 
had contributed to his fierce desire to compete 
with everyone on all occasions. When he be- 
gan to fit together these two basic conditions 
as they manifested themselves in various as- 
pects of his life, it was as if a light had clicked 
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on in a dark room for him. He began to under- 
stand that if he used his physical stamina and 
drive for success wisely, he could extend his 
own abilities through the use of other people 
who had skills and abilities he would never 
have. On the other hand, he saw that if he 
let his competitiveness get out of hand, he 
would only antagonize the very people from 
whom he needed help. The whole concept of 
needing and being able to accept help was new 
to him—as was the notion that he had a limit 
beyond which any further effort to push him- 
self would result only in harm. 

John is now manufacturing manager and 
there is some possibility that he may go higher 
before long. He is by no means an entirely 
changed man, but he is in less reckless haste 
than he was formerly. Also he understands the 
necessity for his building a very firm founda- 
tion at every level in terms of a strong staff 
and in terms of his ability to use the members 
effectively. He uses his psychologist “mirror” 
especially when the pressures get roughest, to 
talk through with him some of his immediate 
reactions to problems, and to examine how 
these reactions may at times reflect dangerous 
elements of the old pattern. John’s associates 
and subordinates find him more cooperative 
and willing to give credit where due and John 
and the members of his family seem to be 
finding more satisfaction and less tension in 
their home life. 


A Mirror for Frank Jones 


Frank Jones became acquainted with the 
president of another family-owned business 
while in Florida on a vacation. One night 
they were talking about the problems of a 
family business and the other president men- 
tioned that he had received considerable help 
from a psychologist in thinking more objec- 
tively about himself and his business. At first 
Frank thought his friend was joking, but he 
discovered that he was perfectly serious. “I 
used to think that only mentally-sick people 
needed psychologists,” the other president 
said. “Now, I know that healthy people can 
make better use of psychologists than sick 
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people, and they need them just as much if 
they want to be sure they are using their abili- 
ties efficiently.” 

Frank thought about this idea for a while 
and finally he asked his friend for the psy- 
chologist’s address. The thing that surprised 
Frank most when the psychologist began 
working with his company was learning that 
he himself had a first-class mind that was 
capable of competing very successfully with at 
least 99 per cent of the population. To be 
sure, he had done reasonably well in school 
and college, but he had always felt somewhat 
inadequate—that he was just lucky whenever 
he achieved any competitive advantage over 
others. 

In discussing it with the psychologist, Frank 
began to understand how he had learned as a 
child to underestimate his own ability by 
comparing himself with his aggressive and 
dominating father, and how this feeling of 
inferiority had spread to other relationships 
in his life. He had grown to assume inwardly 
that he was inferior in ability to many people. 
Consequently, when responsibility was thrust 
upon him he responded by withdrawing into 
a cloak of protective passiveness. Further- 
more, the resentment he had felt but had 
never been able to express directly toward his 
father had found an indirect outlet after his 
father’s death in relaxing all the tight controls 
his father had kept on the business. By this 
means he was striking out, symbolically, at his 
father for having dominat::. him personally; 
but he did not realize it at the time. Both he 
and the business had suffered as a result. 

Frank Jones wonders how he could have 
gotten so far off the track without realizing 
what was happening. He now understands how 
he used scraps of modern management theory 
out of context to justify his inaction and fear 
of decision-making. He understands how his 
organization as a whole and particularly its 
top men could not suddenly assume responsi- 
bility and exercise initiative after years of 
tight paternalistic control. He understands, 
too, how people in his organization and com- 
munity felt sorry for him, but could not tell 


him what was happening as they lost respect 
for him. 

Frank Jones has found a new inner strength 
that is enabling him gradually to pull his 
organization together again. He understands 
that while he may not have some of his 
father’s positive characteristics, he has other 
assets that his father lacked. He is beginning 
to enjoy experimenting with these, to find new 
ways of achieving objectives that he himself 
has selected after careful analysis of alterna- 
tives. He is beginning to enjoy making things 
happen instead of just drifting with the current. 

The change is not complete nor has it been 
accomplished overnight. After a year of 
growth in self-understanding and control, 
Frank still has moments when he wants to 
delay unnecessarily in making decisions or 
when his tendency is to assume that others 
will do things that are really his own respon- 
sibility. At such times the psychologist does 
not tell Frank what to do, but he helps him to 
see the relationship between the present ten- 
dency and his past pattern of action. The 
psychologist holds the “mirror” in position, 
as it were, so that Frank can see himself in 
the situation objectively and can make a de- 
cision based on realities rather than only in 
terms of his long standing habit patterns. 

The company is moving again—slowly be- 
cause it is experimenting in new directions; 
but it is moving, and there is a new enthu- 
siasm. Frank is becoming an active president 
and is beginning to enjoy his work, as he finds 
he can make his own contribution to the com- 
pany and does not have to worry about filling 
his father’s shoes. 


A Mirror for George Black 


After George Black was asked to resign as 
president he had some difficulty for a while 
in relocating himself—partly because of his 
recent termination and partly because he had 
created few friends and many enemies in his 
upward struggle. He was resourceful, however, 
and finally landed a position as president of a 
smaller company. Intent on self-advancement, 
he was shrewd enough to recognize that he 


must have missed a cue somewhere in the 
previous company, and he wanted to eliminate 
whatever weakness had existed. He was aware 
that many people did not react warmly toward 
him and he began to think that his weakness 
must have been in selecting and controlling 
people. One day he read an article describing 
how psychologists helped management in the 
selection and development of people. This 
intrigued him. As he thought about it, new 
opportunities seemed to open up in his mind 
for controlling people more effectively by find- 
ing out what made them tick. 

When the psychologist he consulted said he 
would not work with the company unless he 
first gained an understanding of the president, 
George went along with the idea as a means 
to his end. To his surprise he soon found it 
easy to talk with the psychologist about many 
aspects of his life that he had never discussed 
with anyone before. He found it rather pleas- 
ant to be able to talk in confidence about 
himself and his relationships with other people 
even though the insights he gained about him- 
self in this process were not always flattering. 

After a few visits the psychologist asked 
him, “George, I wonder if you will ever be 
able to control other people until you learn 
to control yourself?” This thought seemed 
preposterous to him at first for was he not, 
of all people, the one who constantly disci- 
plined himself most rigorously to achieve 
singleness of purpose? However, as George 
worked through this idea with the psycholo- 
gist, he began little by little to see himself in 
a new light. Had he really been controlling 
himself and his own progress or had deep- 
rooted forces within him been sweeping him 
along first to limited success and then to 
defeat? 

George began to recognize a relationship 
between his compelling drive to dominate and 
control others, and his own unhappy and 
underprivileged childhood. In those days he 
had felt abused by everyone except his moth- 
er, who had dreamed of great accomplishments 
for him. She had worked tirelessly to provide 
him with whatever opportunities she could 
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afford; and he in turn had developed an in- 
satiable appetite for any chance to prove to 
her his superiority over others by his ability 
to control them. 

Once George started up the business ladder, 
friendships, family and recreation were strictly 
secondary to his consuming desire to control 
others. Controlling the use of dollars became 
his golden key for the purpose. Early successes 
in cost reduction techniques both reinforced 
his belief in the efficacy of his methods, and 
also gave him his chance at top management 
positions. He was poorly prepared, however, 
for positions where he no longer had a super- 
ior to please and where, instead, he had to set 
his own pace and direction. He lacked per- 
spective and he failed to see that his deep- 
seated need to control others was strangling 
his organization as well as his own hopes for 
success. 

Today George Black is trying to control his 
own deep need to control others, and things 
are going better. He recognizes the positive 
aspect of his strong drive for success and con- 
trol, but he also recognizes that it can get 
him into a lot of trouble if he does not keep 
close check on it. He understands that he, 
himself, is the most potentially dangerous 
obstacle in the path toward his objectives, and 
that it is not half as important for him to find 
out what makes others tick as it is to achieve 
control of his own tendencies. The psycholo- 
gist helps him to understand himself and his 
own actions by providing a “mirror” before 
which George can “try on” new roles, new 
actions, and attitudes. Through this relation- 
ship George is developing the perspective and 
change of pace he needed to make the most of 
his basic ability and drive. 


How “Mirrors” Help 


Top managers need “mirrors” if they are to 
minimize the effects of their individual weak- 
nesses on their organization. John, Frank, and 
George are examples of managers whose weak- 
nesses were exposed by circumstances. Had 
circumstances been different, each might have 
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gotten along for a time and perhaps forever 
without so serious an outcome. Each man, 
however, would have fallen short of his po- 
tential effectiveness as a result of the unique 
pattern of forces that motivated him in par- 
ticular directions. 

As an individual gains understanding of the 
pattern of inner forces by which he is moti- 
vated, he is likely to recognize warning signs 
in his own behavior. If he recognizes these 
and the directions in which they are likely to 
lead him—if uncontrolled—he has a choice 
as to whether to follow along the well-grooved 
patterns or to force himself into different 
types of action. Usually, there are several 
alternatives which offer many advantages if 
only the individual can view himself and the 
situation objectively enough to recognize 
them. 


Growth of a Manager 


Managers can grow in stature—not quickly 
and easily, but slowly and with satisfaction— 
as they perceive how far they have progressed 
over the immaturities that characterized their 
earlier actions. This kind of growth has pur- 
pose and can be speeded far beyond the 
capabilities of aimlessly accumulated age and 
experience. 

Strong and ambitious men thrive on chal- 
lenges. No greater challenge exists than that 
involved in achieving understanding and mas- 
tery of the deceptive undercurrents of one’s 
own personality in an effort to make efficient 
use of whatever talents one possesses. This is 
probably the reason why the strongest men 
are those most likely to seek help from sources 
that can add to their strengths and self- 
sufficiency. The strongest men also are those 
most likely to work diligently on the task of 
their own development and to progress most 
rapidly in desirable directions. There is con- 
tinuing satisfaction and challenge for men 
who can find reason for pride in their past 
self-development while recognizing the work 
yet to be done and the lifetime nature of the 
project upon which they have embarked. 
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BANK DEBITS—THE MOST ALL INCLUSIVE MEASURE OF BUSINESS ACTIVITY—Lower 
Peninsula bank debits, after a slight rise in June, fell off gradually over the three-month period, 
July through September. 
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POWER CONSUMPTION-—Industrial Power Consumption showed a marked rise from the April- 
May plateau and dropped off slightly in August. 
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MICHIGAN EMPLOYMENT-—Total employment of wage and salary workers remained at a low 
3 level in the June through August period and then began to strengthen in September. 
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e A practical, lucid analysis of an 
important and somewhat obscure topic. 


Public Relations in 
Modern Management 


UBLIC Relations is perhaps the most 

youthful of all professions. Sometimes I 
have my doubts whether it has yet attained 
the full stature of a profession. 

For one thing, we don’t have any impres- 
sive paraphernalia. The engineer has that mys- 
terious contraption called the slide rule; the 
accountant has his calculator. Doctor and 
dentist have formidable assortments of weap- 
ons, while the lawyer can cite obscure cases 
from forbidding shelves of musty volumes. 

We have no accessories in our trade, and I 
think this is one reason for the tendency 
I have noticed to surround Public Relations 
with a mumbo-jumbo of mysterious phrase- 
ology. We encounter such phrases as “the 
engineering of consent,” “perceptual context,” 
and “social lubricity.” In one rarified discus- 
sion a practitioner defined public relations as 
“the science of propulsion of motivation.” 

My concept of Public Relations is some- 
what more down to earth. To me it means 
primarily the Art of Getting Along with 
People. 

A good public relations man has the ability 
to get along with people—people individually 
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and people in groups. The second is more 
important: getting along with people in groups 
—employes, customers, shareholders, suppliers, 
dealers, neighbors, and—of course—that big- 
gest and most indefinite of all groups—the 
public. 


“Public Relations” Has Two Meanings 


Perhaps, before I go any further, I had 
better explain a point that frequently con- 
fuses our thinking about public relations. 

Actually, we use the phrase “public rela- 
tions” to describe two separate things—(1) a 
state of being, and (2) an activity. 

Public Relations mean, first of all, a com- 
pany’s relations with the public—in other 
words, how it stands with the public, whether 
people like or dislike it and its products. 
In this sense “public relations” is a plural 
nown, written lower case. 

But Public Relations also means the things 
the company does in a formalized activity to 
influence its relations with the public. In this 
sense it is singular and capitalized. 

All groups have “public relations” in the 
plural sense. But—whether these relations are 
good or bad can depend in substantial degree 
on what we do about them in an organized 
way. This is “Public Relations” in the singular 
sense. 

I think it is important to make this distinc- 
tion. Otherwise we tend to become bogged 
down in a morass of words. It is important to 
know, when someone says the XYZ Company 
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has good “public relations” whether he means 
it has a smart Public Relations staff or 
whether he just means its relations with the 


public are good. 


Old and New Concepts 
of Public Relations | 


Not too many years ago a company’s rela- 
tions with the public were presumed to be 
good until they got so bad their fragrance was 
overpowering. At this point the company pres- 
ident would become slightly worried, call in 
us fire laddies and say he thought he detected 
a faint aroma of smoke. Of course, the whole 
place was ablaze by then, and often there was 


nothing to do but rebuild from the ground up. 


Some Public Relations practitioners are 
still required to spend most of their time 
trying to make a silk purse out of a sow’s ear. 
By and large, however, the public has learned 
to recognize a pig, even in a poke. 

What this means is that public relations 
has to start with a solid foundation of good 
deeds. This is what we have in mind when we 
say that the job done is an essential prerequi- 
site to public acceptance. Make a good pro- 
duct, live right, treat your employes well, be 
competent managers, and so on, and you have 
laid a solid foundation for good public rela- 
tions. 

Fortunately for us in the business, this is 
not the whole story by any means. While 
doing a good job is fundamental to good 
public relations, Aow you do the job is import- 
ant too. The job must be done in the right 
way or the effect on one’s public relations can 
be little short of disastrous. 

Doing a good job in the right way means, 
among other things, giving consideration to 
its public relations aspects at the very start. 


PR a Top Management Function 


This explains why we say that Public Rela- 
tions is a management function—a top man- 
agement function. Every policy decision, every 
administrative action all down the line, has 
a public relations aspect to which considera- 
tion must be given. And this consideration 
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must come before the decision is made or the 
action taken—not after. 

As I pointed out a moment ago, Public 
Relations started out as a fire department, 
and we still get called out in the middle of 
the night on occasion. But increasingly we 
are concerned with preventing fires by having 
something to say about the materials that go 
into the house in the first place. 

Mind you, I am not saying that the public 
relations aspect of any policy or action should 
control. Usually, other considerations come 
first. 

A lay-off, for example, may not seem wise 
from the public relations standpoint, but 
when customers lack confidence and exercise 
their right to refrain from buying, lay-offs 
become necessary. In making the decision to 
lay off some employes we should, however, be 
aware of what the public reaction will be. 

The point to be borne in mind is that 
public relations is never an end in itself but 
only a means to certain ends. A good public 
standing in the community is not worth much 
to the company that has gone broke achieving 
it. As D. W. Brogan says, the duty of the 
businessman is to keep his company solvent 
and this duty transcends all others. This may 
seem obvious, but I am afraid that sometimes 
it is forgotten. 


True End Objective 
of Good Public Relations 


If we keep in mind that our end objective 
in seeking to improve our public standing is 
not solely to become “a jolly good fellow” but 
primarily to increase sales or do a better pro- 
duction job—in other words, to perform our 
function of operating a profitable business— 
then we shall be better able to identify and 
assess the public relations aspects of policies 
and actions. 

Going beyond our immediate reaction that 
a lay-off will be unpopular and therefore un- 
sound from a public relations standpoint, we 
may conclude that in a specific instance it is 
actually in the long-term public relations in- 
terest of the company. 
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This may appear to be a pretty agile ration- 
alization, but bear with me a moment. Are 
employes temporarily out of work better off 
than ex-employes of a company that has gone 
broke? Is a community with a plant at half- 
mast better off than one with a factory whose 
windows are broken and whose parking lot is 
knee-high with weeds? 

I am mindful of a company that thought it 
was building good relations with its employes 
by agreeing to substantial concessions having 
to do with the operation of the plant. This 
was when its products were in great demand 
after the war. Now, even the employes them- 
selves are critical of this management for 
imperiling their jobs by letting the company 
get into a bad competitive situation. What the 
management failed to do was take a firm 
position and then give the reasons for it. 


Inform, Explain 


This leads me to another important part of 
Public Relations as an activity. Doing a good 
job in the best way possible is not enough. 
A good deed doesn’t necessarily speak for 
itself. First, it is important to let people know. 
Second, it is important to explain. There is no 
beaten path to the door of the better mouse- 
trap builder who hides his light under a 
bushel. 

For the individual, modesty may be a vir- 
tue, but there are few companies that can 
afford this luxury—for long. 

It is important to explain lest there be any 
chance that a policy or action can be mis- 
interpreted. This is true even when a con- 
templated action is sure to have a bad public 
reaction. We have found to our sorrow that 
if we don’t announce the closing down of an 
operation and don’t explain it, the union will. 
Unfortunately, the union explanation is sel- 
dom the same as ours. 

It has been said that from the standpoint 
of Public Relations the important thing is not 
what you do or are but what the public thinks 
you do and are. Without subscribing to this 
rather cynical philosophy, the fact must never- 
theless be accepted that for us the shadow 


often looms larger than the substance. And if 
the shadow happens to be reflected off an 
oblique surface—one that is not four-square— 
the result may well be a quite distorted image 
of the substance. 

It’s like those mirrors in the fun house. 
“Business prudence” becomes “capitalistic 
greed”; “enterprise” changes to “aggression”; 
“efficiency” distorts to “ruthlessness.” Quali- 
ties you had always considered virtues sud- 
denly are made to appear most reprehensible. 

Some years ago one of our plant managers 
was invited to appear before a citizens’ com- 
mittee engaged in an important community 
study. For good and sufficient reasons (the 
plant manager had to determine if any help- 
ful material could be made available) he 
delayed his acceptance. Two months later he 
still hadn’t accepted because the material still 
wasn’t ready. 

Then, out of the blue he got a telegram 
from the committee accusing him of not even 
giving it the courtesy of an acknowledgment. 
Fortunately, the telegram was never made 
public, but if it had been, our company would 
not have appeared in a very good light. 

In this case the shadow cast would have 
been our own fault. The plant manager had 
good reasons for delaying, but his Public 
Relations man didn’t stop to think what other 
construction could be put upon the failure to 


reply. 
Judgment, Experience, Imagination 


To change metaphores in midstream, it is 
my belief that Public Relations has an obliga- 
tion to chart a course through these treacher- 
ous shoals and reefs of misinterpretation and 
misrepresentation. It is not enough to be 
prepared to man the lifeboats. We must call 
attention to the danger of running aground. 

Because we have no psycho-sonic depth 
finders with which to detect the submerged 
rocks and sandbars of public misunderstand- 
ing that may lie ahead, this calls for judg- 
ment of a high order, judgment based on 
experience and compounded with imagina- 
tion. Imagination is most important because 
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it is only by the use of imagination that we 
can assess the act of today in terms of the 
repercussions of tomorrow. In the case of the 
invitation to appear before the citizens’ com- 
mittee I am afraid Public Relations was guilty 
of lack of imagination. We didn’t foresee the 
need to explain. 
Explaining: (1) “Precision” 

Methods of explaining are many, ranging 
from the simple press release to elaborate 
shows and exhibits. We have found, too, that 
certain techniques of the trade can be most 
helpful in our explaining or communicating. 
I have labeled three of these techniques— 
Precision, Punch, and People. 

First, “precision.” By precision I mean act- 
ing at precisely the right moment. In Public 
Relations, knowing when is almost as impor- 
tant as knowing what. Bad timing can all but 
cancel out the effects of a good policy. On the 
other hand, proper timing can greatly increase 
the public impact of any action. 

An example of good timing occurred when 
we released our second quarter profit figures. 
They were down substantially from last year, 
but it so happened that our two principal 
competitors had put out their reports a short 
time before and both showed losses. The con- 
trast made our report appear quite favorable. 
Unfortunately for my point, I can’t claim that 
this example of timing was the result of any 
deliberate action on our part. We were just 
lucky. 

Explaining: (2) “Punch” 

The second technique we have found it 
useful to give emphasis to in our Public Rela- 
tions work is “punch.” I mean by that putting 
the extra zip into a project to lift it out of 
the ordinary and make it catch and hold 
public imagination. Punch calls for a flair for 
the dramatic and the unusual. 

For example, several years ago one of our 
statisticians told us we were about to produce 
our 100-millionth Diesel horsepower. We put 
punch into that statistic and came up with 
the General Motors Powerama, a show which 
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ran for 26 days in Chicago and was visited by 
more than 2% million persons. Our Motor- 
amas put punch into the introduction of new 
models, and this year we put punch into our 
fiftieth anniversary with a series of Golden 
Milestone events. 

Explaining: (3) “People” 

The third technique I want to call to your 
attention I have labeled “‘people.”” A company 
is judged more by the personal contacts of its 
people than by any other one thing. Because 
of this, Public Relations as an activity cannot 
be carried on exclusively by a single staff, 
department or section. Its effectiveness is 
measured largely by the extent to which all of 
the people in the organization understand its 
objectives and participate in carrying them 
out. 

Ideally, all contacts with the public should 
be on a personal, a person-to-person basis. 
This is, of course, an unattainable goal, except 
perhaps in the case of the very small com- 
pany, but it must be kept ever in mind. The 
objective should be for every person in the 
organization to constitute himself or herself 
an ambassador of good will. 

Generally speaking, we have developed a 
pretty good diplomatic service in General Mo- 
tors—right from the top on down. Many of 
our executives have an instinctive knack for 
good Public Relations. Others have learned 
the value of acquiring skill in its practice. 
However, fortunately for us who make Public 
Relations a full time activity, our executives 
have other tasks that keep them busy most 
of the time. 

In our plant cities our community contacts 
are good. Our people are active in seeing to it 
that General Motors is identified as a good 
neighbor. This is largely accomplished by vir- 
tue of the fact that our people themselves are 
good neighbors. Several years ago we made a 
study and found that about two thousand GM 
executives were active in some six thousand 
local organizations. 

Many executives also do a considerable 
amount of public speaking—which, I suppose, 
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is second only to the person-to-person contact 
as an effective Public Relations tool. The 
speaker communicates directly with his audi- 
ence. He can project his personality—which 
we must assume is an advantage. The audience 
can ask questions and receive answers. And, 
finally, the speaker has the opportunity be- 
fore and after his talk of mixing with his 
audience and establishing personal contacts. 

I consider this participation of the people 
of an organization in its Public Relations 
activities so important that I would almost 
go so far as to say that an organized staff 
can accomplish little of lasting value without 
it. We may write the score, supply the instru- 
ments and handle the baton—but it is the 
musicians in the orchestra who furnish the 
music. 


Measuring Public Relations 


How does one know whether the resultant 
symphony is a hit? How does one know when 
one’s relations with the public are good? 

Public Relations in its positive sense may 
be likened to preventive medicine. Both Pub- 
lic Relations and preventive medicine attempt 
to prevent situations from arising that may 
lead to unpleasant results. Neither can be sure 
that these unpleasant results would have arisen 
if the preventive measures had not been taken. 

In terms of large groups and over long 
periods of time benefits are evident from both 
preventive medicine and Public Relations. We 
know that people on the average live longer 
than they used to. We know that the public 
standing of General Motors has improved 
over the years, and we think that Public 
Relations can claim a measure of credit. 

As of any particular moment, the evidence 
is not so clear. It is almost as difficult to 
interpret the pressures of public opinion as 
those that make our weather. We do, however, 
have certain barometers, weather vanes, cloud 


formations, and other signs available. By 
putting them all together, we get some sort 
of a weather map of public opinion. 

In our case, we keep tabs on what people 
are writing and what reporters are saying. 
News media and newsmen reflect public opin- 
ion and they also affect it. 

Our representatives in the field serve as 
effective listening posts in their respective 
communities. Their reports are valuable indi- 
cators of what is developing in the “grass 
roots” of public opinion. 


Polls: Handle with Care 


Other indicators of the public standing of a 
company are opinion polls. Public opinion is 
a complex thing, the product of many, often 
opposing, influences. And polling itself is a 
tricky business. For one thing it assumes that 
the public always Aas an opinion. Unfortun- 
ately, the sad fact is that on many subjects 
and issues many people are opinionless. Even 
more unfortunately, some won’t admit this to 
the pollster. That is why you can always get 
expressions of conviction on non-existent is- 
sues—such as: Are you for or against the 
Utility Service Act? 

The label on the public opinion poll pack- 
age should always read, handle with care. 
Even so, the polling technique is useful in 
measuring attitude trends and, in some cases, 
for exploring specific public issues. 

Summarizing the major points I have made, 
I would say that good relations with the pub- 
lic derive from doing a good job, doing it in 
the right way (beginning with the initial man- 
agement decision) and seeing to it that people 
are properly aware of the job done by means 
of a good Public Relations activity. In other 
words, good public relations (plural sense) 
result from sound decisions that good Public 
Relations (singular sense) effectively carries 
out and implements. 
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e A discussion of the basic principles of 


competition, in relation to resale price maintenance. 


An Economist’s View 


of “Fair Trade” 


—- recently has been introduced into 
Congress a bill' to re-establish the principle 
of resale price maintenance, euphemistically 
called “fair trade.” Resale price maintenance 
means, in brief, that the seller of a branded 
product (usually the manufacturer) can speci- 
fy the price at which the product will be resold 
by retailers. Since the retailer has become 
the owner of the goods, this arrangement 
between the seller and the new owner would, 
in the absence of special legislation, be re- 
garded as an agreement in restraint of trade. 


The Old “Fair Trade” Laws 


The “fair trade” laws were passed by most 
of the states during the thirties and were 
backed up by federal enabling legislation 
which would remove them from _ possible 
strictures of the United States antitrust laws. 
It seems rather clear that the object of these 
laws was to limit the possibility of certain 
retailers cutting below some standard price. 
They, therefore, had an obvious impact upon 
various new types of retailing, including in 
recent years the discount houses. In the past 
decade, however, a number of court decisions, 
both by state courts and the United States 


* An identical bill introduced in the House as H.R. 
10527, called the Harris Bill, and in the Senate as 
$3850, the Humphreys Bill. Hearings were held in 
June and July. This article is adapted from the 
author’s testimony before a Senate committee. 
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Supreme Court, have greatly reduced the ef- 
fectiveness of these laws. For this reason, and 
also possibly for purely business policy rea- 
sons, a number of manufacturers have re- 
nounced their previous standard price policy. 
Many had believed, and some of us had hoped, 
that we had seen an end to so-called “fair 
trade.” But the bill now presented in Congress 
is designed to overcome the legal objections, 
and thus it is hoped by its sponsors to rein- 
state the practice of resale price maintenance. 

It is easy to see why some people, particu- 
larly the “regular” retailers, might like to 
prevent others from offering reduced prices, 
and it is not surprising that various retail 
associations are quite vociferous in their sup- 
port of this policy. Prominent among these 
have been retail druggist associations. The 
consumers of the country, on the other hand, 
have an interest, but since this is one of those 
things which affects everybody it is in danger 
of becoming nobody’s business. 

It is, however, the business of the economist 
to consider the general welfare and for this 
reason I feel that the economists’ views should 
be set forth. Economists are frequently ac- 
cused of being unable to agree. There is the 
popular saying that if all the economists of 
the country were laid end to end they would 
not reach a conclusion. This is a slight exag- 
geration, for almost unanimously the econo- 
mists of the country are agreed on the desir- 
ability of trade and in objecting to restraints 
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placed upon it, whether between individuals, 
or parts of the country, or between countries 
of the world. They also are agreed on a speci- 
fic aspect of this freedom of trade, namely 
that price fixing by government, and even 
more by individuals or groups of individuals, 
is undesirable, and specifically, they are pre- 
ponderantly opposed to restraints of any form 
upon price competition. 


The Proposed Law 


It is not necessary to go into details of the 
present bill. The essential point is that it is a 
new effort to legalize resale price fixing. The 
older laws sought to accomplish this by per- 
mitting a manufacturer of a branded product 
to enter into a contract with a dealer by which 
the latter agreed to abide by the specific price 
or the minimum price set by the manufac- 
turer, and (here was the heart of the plan) 
all other retailers became bound by this price 
upon receiving notice of it. It was this feature, 
the so-called nonsigner clause, which several 
courts declared unconstitutional; and remov- 
ing this clause rendered the state laws ineffec- 
tive. It is hard for a nonlawyer to see how 
there could have been any question about it 
and why it took so long for the judicial sys- 
tem to reach this conclusion. In common sense 
it would seem preposterous that an agreement 
made between A and B should be binding 
upon C. 

The present bill avoids this issue by grant- 
ing to the producer the right to specify the 
price by printing it on the package or other- 
wise, and it then becomes unlawful, with a few 
exceptions, for anyone to sell it at a lower 
price. If the bill is passed a federal law would 
grant this right, whereas the old federal law 
merely permitted the states to pass fair trade 
laws if they wished to do so. 


Restraint of Trade 


I oppose this bill primarily because it legal- 
izes restraint of trade. This is legal language 
for saying that it makes it lawful to restrict 
competition. On this broad ground it is not an 
exaggeration to say that the principle of re- 


sale price maintenance strikes at the basis of 
our free enterprise system. Since this is a very 
sweeping statement, reasons should be given 
for it. 

We in this country regard competition as 
the chief regulator and the very heart of our 
system. It provides the necessary stimulus for 
seeking out better methods for cost reduction, 
both for goods and for services. It is true that 
even under a system of legalized monopoly 
there would be some stimulus to cost reduc- 
tion, but under such a system there would be 
little pressure to bring the benefits to con- 
sumers. Competition consists of rivalry be- 
tween people to serve other people well. This 
competition appears in many forms. In retail 
trade there is location, service of many forms, 
number and types of sales persons, credit 
terms, delivery, after-sales service and finally 
price. In short the retailer offers a bundle of 
goods and services and under free competition 
he will have to offer them at a price that is 
attractive to buyers. If he succeeds he will 
stay in business; if not he will be eliminated 
or at least his volume and importance will 
decline. This is the discipline of the market. 

In any kind of an economic system it is 
necessary to determine who should be able 
to use economic resources to perform desired 
functions. It is obviously desirable that this 
task should be assigned to those who can best 
perform it. It is also obvious that these per- 
sons themselves cannot be the sole judges. One 
way of answering this basic question would 
be for government to allocate resources and 
determine who should use them. This would 
be thoroughgoing socialism. Our alternative, 
and I believe the only feasible alternative, is 
to rely upon the free working of a profit and 
loss system. Under it, those who can make 
profit and avoid loss will survive, and thus the 
basic problem is solved without the interven- 
tion of government power. 

In short, then, we in the American system 
rely upon this force of competition to provide 
the necessary discipline that must exist in any 
society in which the well being of all of us 
depends upon the efforts of all others. And the 


Michigan Business Review 


W 


chief reason that in the United States busi- 
nessmen generally are relatively free to con- 
duct their affairs in their own way is the fact 
that in general this competitive discipline does 
exist. 

Not only is this freedom from arbitrary 
control valued for its own sake but if we 
inquire why the United States has the highest 
level of productivity and economic well being 
in the world, I would put first of all the fact 
that this method of allocation of resources has 
in general put them under the control of those 
who are best able to administer them. This 
mechanism of the market obviously cannot 
work if agreements and other restraints place 
undue restraints upon it. This is what we 
mean by restraint of trade. 


Basic Antitrust Laws 


The principle of free competition is ex- 
pressed in our Sherman Act, Clayton Act, 
and in other antitrust laws. While it is true 
that individual businessmen may chafe at the 
limitations on their ability to avoid competi- 
tion which these acts impose, I think it is 
greatly to their credit that they still recognize 
the fundamental wisdom of these laws. I have 
personally made it a point over many years 
to ask businessmen, who at times are quite 
critical of the administration of these laws, if 
they would favor their repeal. I have yet to 
find one responsible businessman in this coun- 
try who has answered that question in the 
affirmative. Surely such a unanimous endorse- 
ment of the basic principle of competition 
would not be found in any other country in 
the world. 

The principle of resale price maintenance as 
expressed in this bill and in earlier ones is 
clearly in violation of this principle. If it did 
not restrain trade there would be no necessity 
of such laws. They are designed as very 
special exceptions to Section 1 of the Sherman 
Act which prohibits agreements in restraint 
of trade. It is well known that the history of 
judicial interpretation of the Sherman Act has 
been long and involved. There are many 
points of disagreement even yet, but there is 
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one proposition which is firmly established, 
namely, that agreements on price constitute a 
clear violation of the Act, both as to letter 
and to spirit. Such agreements are known as 
per se violations and as such are not subject 
to exceptions under the so-called “rule of 
reason” or on other grounds. The effect of the 
proposed bill is to eliminate competition on 
price between wholesalers and retailers. It 
does this even more effectively, as will be 
shown later, than would outright agreement 
among competitors. 

This bill, therefore, constitutes a serious 
emasculation of the Sherman Act—an Act 
which is peculiarly an American law in the 
sense that it expresses the accepted customs 
and mores of the American people, and in the 
sense that no other country in the world has 
been willing to go quite so far in asserting 
unequivocally the principle of competition. 
(But we should note parenthetically that the 
one country which has adopted an antimonop- 
oly policy most closely following our own is 
the country which has made the greatest ad- 
vance in productivity since the war. That is 
West Germany.) No responsible statesman 
would dare to propose to repeal this basic law 
nor would he seriously contemplate the pos- 
sibility of succeeding in such a proposal. 

The merit of competition as a principle is 
indeed recognized even in this bill in the 
requirement that the manufacturers who wish 
to avail themselves of the privilege granted 
must themselves be in competition with other 
manufacturers. But distribution is just as im- 
portant as manufacturing and it is hard to see 
why if it is so important that competition be 
preserved in production it would not also be 
preserved in distribution. Indeed, long-time 
trends in the United States indicate that dis- 
tribution is becoming an ever more important 
part of our economy, as is shown by the fact 
that the number of people engaged in distribu- 
tion is increasing more rapidly than those 
engaged in production. When you make it 
possible for a manufacturer to require all 
retailers to sell a product at the same price, 
you have to that extent eliminated price com- 
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petition between them. And when you remove 
wholesaling and retailing from the area of 
price competition, you are not striking at a 
minor part of our economic system but at one 
of the most important parts. 

As a result of this general acceptance of the 
principle of competition I think no one would 
propose in general terms that firms A and B 
and C, doing business in the same line of 
trade, should be allowed to agree on the price 
which they will charge. Such a proposal would 
stand little chance of being accepted, and this 
fact was presumably recognized years ago 
when retailers desired to limit competition 
between A and B and C. In view of the gen- 
eral opposition which could be anticipated, 
this led to seeking an indirect way to accomp- 
lish the same result. If A and B and C could 
not agree on a price, it must have occurred 
to them that the same result could be at- 
tained if X (a manufacturer or wholesaler) 
would impose a uniform price on A and B 
and C. Thus the troublesome price competi- 
tion could be eliminated. 

I assert that the principal merit of this and 
other resale price maintenance bills has been 
subterfuge. Why should retailers who wish to 
restrain price competition not come forward 
and ask for permission to make agreements? 
One reason is that they know very well that 
the public would not stand for it, and so this 
indirect approach was chosen. Moreover, it 
must have occurred to the pioneers in so- 
called “‘fair trade” that this indirect limitation 
was superior to an agreement among retailers 
because, using the terms of our illustration, 
it brought D and E under control whether 
they consented or not. 

It is also subterfuge in another way, namely 
that resale price maintenance laws always 
appear as granting power to a manufacturer 
to control the prices on products which he has 
produced. I say this is subterfuge, for I be- 
lieve it is true that the initiative for the estab- 
lishment of such laws has not come from the 
manufacturers. It is very doubtful if most 
manufacturers desire such a law. I believe that 
such lip service as some manufacturers have 
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given to these laws reflects pressure from the 
retailers. This bill and others of its kind stand 
condemned on the ground that they do not in 
a forthright way reveal the interests to be 
served, which are primarily those of estab- 
lished retailers in certain lines of trade. 


Four Possible Policies of Government 


Looking at the matter very broadly, we can 
recognize four positions which the govern- 
ment might take as to the price system in this 
country. First, there is the position which we 
have taken, namely, to allow businessmen at 
any level to charge any price they wish, pro- 
viding they act independently and in compe- 
tition. Thereby, we believe the consumer will 
be protected. Second, it would be possible for 
the government to permit agreements as is 
done in some other countries, specifically Bri- 
tain. A third policy would be to force sellers 
to charge some price specified by private per- 
sons without their consent. (The proposed bill 
falls in this class.) Fourth, another conceiv- 
able policy would be for the government itself 
to specify the prices. 

If this last were adopted, quite obviously 
any resemblance to a free enterprise price 
system would disappear. A trend from a free 
economy to a planned economy would natur- 
ally progress through these stages. The possi- 
bility of coming to the last alternative should 
not be brushed aside on the ground that “it 
can’t happen here,” for the adoption of the 
second alternative of permitting agreements in 
restraint of trade, and even more important, 
the third alternative of permitting one busi- 
nessman to fix prices legally binding on others, 
creates a strong pressure to move to the 
fourth, which is government price fixing. 

Cannot American businessmen see that they 
can escape government price fixing only by 
accepting the discipline of the free market? 
If any individual is to have arbitrary power, 
that individual will be an agent of the gov- 
ernment. I have devoted myself for many 
years to a defense of the freedom of American 
businessmen to conduct their affairs in their 
own way. This, however, is always on the 
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assumption that their power to act arbitrarily 
is effectively checked by competition. The 
American people generally dislike arbitrary 
power, but if it is to exist I think they would 
prefer that it be exercised by government 
rather than by private parties. I have already 
heard in discussions of this very bill the sug- 
gestion that if the manufacturer of a branded 
product is to be given the power to specify 
the price, then the Federal Trade Commission 
should have the power to review that price to 
determine whether or not it is reasonable. It is 
a very short step from government reviewing 
the reasonableness of a price to government 
fixing the price. 

My objections have been based on very 
broad grounds. But the practical question 
might very well be raised: If resale price 
maintenance leads to these dire consequences, 
why then have they not been realized in the 
several years during which such laws have 
been in existence? The answer to that ques- 
tion is that most manufacturers and whole- 
salers have not chosen to exercise the power 
which was granted to them. Indeed, it has 
been used only in quite limited trade areas 
chiefly drug store items, electrical appliances, 
liquor, and a few others—some students esti- 
mate about 10 per cent of retail trade. But 
it is a very poor justification for a law of the 
United States that it has not had disastrous 
consequences merely because people have not 
chosen to use the power which the law granted 
them. 


The Consumer’s Interest 


This bill is a direct assault on the interests 
of the consumer. With most branded goods, 
the wholesale and retail margins are a large 
part of the consumer dollar, in some cases as 
much as one-half of it. By this bill we make 
it possible to eliminate competition on 50 
per cent of the consumer dollar. 

In this area, as in others, sellers should be 
free to offer their goods on any basis that 
they desire. If some of them wish to offer the 
most complete service—convenience of loca- 
tion and the amenities that some consumers 
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may want and be willing to pay for—they 
should be free to do that. If others wish to 
sell their products with a minimum of service 
and at the lowest possible price, they should 
be able to. do that, and the consumer should 
have free choice between these alternatives. 
In other words, what is needed to make a free 
economic society is variety and freedom of 
choice on the part of the consumer between a 
variety of offers made to him. 

There have been various studies made of 
the effect of resale price maintenance on the 
level of prices in the trades concerned. In gen- 
eral, it appears that average prices are in- 
creased, but really it is not the average price 
which is most significant. The practice of re- 
sale price maintenance violates this principle 
of variety. People as individuals do not pay 
average prices; they pay a particular price in 
a particular store and for a particular kind of 
service, and a variety of offerings is the basis 
of their freedom of choice. 


The Retailers’ Broad Interest 


There are often circumstances in which the 
businessmen in one line of trade feel that 
competition in that line is stronger than they 
would like. But the number of competitors in 
a free system is controlled by the level of 
prices and potential profits to be made. If a 
scheme is devised, therefore, to assure busi- 
nessmen in any line of trade that their margin 
of profit will be protected, it is very likely 
that the number going into that line will in- 
crease, and the competition which it was 
hoped to avoid will come back in other forms, 
which though not so useful to the consumer 
will still be objectionable to the competitors. 
Is it not quite likely that if this occurs the 
same businessmen will be coming before the 
Congress a few years from now asking for 
limitations on the number who can come into 
their trade? We should not brush this pros- 
pect aside as unlikely, for such limitations on 
freedom to start a business already exist in a 
number of other countries in the form of a 
necessary government license of “convenience 
and necessity,” waich is merely a slightly con- 


cealed way by which the people established in 
a trade limit the number of their competitors. 
Specific Objections to This Bill 

So far I have dealt with the principles of 
resale price maintenance in general, treating 
this bill as only one form of it, but there are 
certain features of this particular bill which 
are especially objectionable. In the first place 
the previous laws, the Miller-Tydings and 
McGuire Acts, have simply permitted states to 
pass resale price maintenance laws of their 
own. This one imposes such a law on a federal 
basis. The second specific objection to this bill 
is that it permits one concern to fix the prices 
which shall be charged by its competitors. 
This is done by the provision that a producer 
(legally defined here to be a “proprietor’’) 
who is himself engaged in the retail sale of his 
product, as for example if he has some retail 
branches of his own, may specify the price 
which other retailers, who have bought and 
paid for the product, must charge. It is diffi- 
cult to conceive a more flagrant infringement 
on the private property rights of free Ameri- 
can businessmen than that one seller should 
be able to specify prices for his competitors. 


The “Ins” against the “Outs” 


Reference has been made to subterfuge 
which is involved in this and other bills of 
its kind, and one of the most serious ones is 
the effort to make it appear that this is a 
protection of the small against the big. This 
is only superficially and occasionally true. 
The price cutter may be small or he may be 
big. That is not the essence of the question. 
It is rather an effort to protect the established 
against the newcomer. This is one of the great- 
est dangers that confronts democracy, and has 
led some foreign political philosophers to pre- 
dict the downfall of our system. The particu- 
lar manifestation of this danger in the present 
context is that the established concerns with 
their vested interests in the preservation of a 
particular price structure and a particular 


way of doing business would use their power 
to check the rise of new and different kinds of 
business institutions. 

But it must be obvious that the essence of 
progress is change; that progress is the key 
to prosperity and even to survival in this 
present day. We must remember that Russia’s 
rate of economic advance has been substan- 
tially greater than ours in recent years. It 
could therefore be fatal not only for the pros- 
perity and purchasing power of the common 
people of this country, but for our very sur- 
vival if we were to move further in the direc- 
tion of making a more comfortable existence 
for the established concerns and of placing 
additional and artificial handicaps on the new 
and adventurous ones. 

We all can sympathize with concerns which 
find difficulty in holding their own in the com- 
petitive race, but we must remember that 
progress always has two sides. These two 
aspects are the creation of the new and the 
destruction of the old. As Professor Schumpe- 
ter has said, progress is a process of “creative 
destruction.” If “destruction” is too strong a 
term, we can at least say that the process of 
creating new things and new forms of services 
which benefit consumers do have the effect of 
increasing competition and perhaps forcing 
losses on the producers of the old things or 
the suppliers of the old types of services. 

If American businessmen are not willing to 
submit to the unpleasant aspects of progress 
and if they succeed in getting the support of 
government to avoid these aspects, then we 
will have to forego the general advantages of 
progress. For progress does involve change; 
creation does involve destruction; and the 
mature and reasonable people of this country 
had better realize these simple facts. This 
broad issue is involved in this bill. You cannot 
protect the vested interests which wholesalers 
and retailers have in their existing ways and 
existing price structures and at the same time 
enjoy the fruits of progress in this important 
field of distribution. 
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e A factual analysis of ... 


Wages, Prices 


, and Productivity 


HE public interest in the interrelationships 

of wages, prices, and productivity has been 
greatly increased in the last few years, both 
in the business expansion of 1955-57 and now 
in the business downturn of the past few 
months. However, there has been a great deal 
of confusion resulting from the economic 


Ewan Clague 


continued efforts must be made if we are to 
understand the workings of our economic sys- 
tem and thereby help to make it work more 
effectively. This paper presents an er of 
recent experience. 

The business downturn after the end “i the 
war in Korea lasted about a year—from the 
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analyses which have been attempted. Some of 
these analyses have been quite sound and 
useful in themselves, but they have not en- 
hanced public understanding. Nevertheless, 
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summer of 1953 to the summer of 1954. A 
business recovery was under way by the 
autumn of 1954. During 1955 and 1956 the 
recovery became a private business investment 
boom of major size. It leveled off in 1957 and 
turned down last autumn. 

During the four-year period, 1954-57, both 
hourly earnings and weekly earnings moved 
upward, ahead of and well above prices. 
(Chart 1). There was very little change in 
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wages in the first 8 months of 1954, but when 
the business upturn began in the autumn, both 
hourly and weekly earnings began to respond. 
Unemployment had not been exceptionally 
high the preceding winter (peak in March, 
3,700,000) and by October 1954 it was down 
to 2,700,000. Thereafter, hourly earnings rose 
steadily to the summer of 1957, when they 
reached their peak, approximately 15 per cent 
above January, 1954. Weekly earnings reached 
their peak in the closing months of 1956. 
During 1957 they declined slowly, due to the 
gradually shortening workweek. By the end of 
the year, weekly earnings were well below the 
corresponding month of 1956, and their pur- 
chasing power was down nearly 5 per cent 
because of the rise in consumer prices. 


Wholesale and Retail Prices 


In contrast to wages, both wholesale and 
retail prices remained stable for the first two 
years, 1954-55. Wholesale prices began to 
respond to the boom in the autumn of 1955, 
and they rose steadily during 1956 and the 
first half of 1957. By that time they had risen 
about 7 per cent. Consumer prices did not start 
to move up until the spring of 1956, when the 
Consumer Price Index was no higher than it 
had been nearly 4 years earlier, in the summer 
of 1952. 

The behavior of the Consumer Price Index 
during this period is interesting, because it 
demonstrates the extent to which its move- 
ments are governed by factors not closely 
or directly related to current business condi- 
tions. The stability which the index showed 
for several years prior to the spring of 1956 
was caused by the close balancing of two 
opposing price movements. Certain groups of 
items in the index—the services, rents, and 
certain home ownership costs—rose persistent- 
ly during those years. Conversely, the prices 
of food items and consumer durables generally 
declined, except for seasonal fluctuations dur- 
ing each year. However, in the spring of 1956 
both these factors came to an end. Farm prices 
turned upward, and retailers had reached 
bottom in their discounting the prices of con- 


sumer durables. The remainder of the index 
continued its steady rise, and the addition of 
these two new increases sent the index up over 
6 per cent by the end of 1957. 

This last period of wage-price relationships 
(1954-57) is of special interest because it 
represents the workings of a peacetime econ- 
omy. The previous periods—World War II, 
the postwar readjustment, and the Korean 
period—all reflected wartime influences, di- 
rectly or indirectly. Since Korea the Govern- 
ment has exercised less influence on the 
economy. All controls were abolished after 
Korea and in recent years Government re- 
ceipts and expenditures have balanced each 
other, so that Government spending, although 
high, has been a neutral factor. The private 
economy, on its own motion, created a boom 
and now is experiencing a readjustment. We 
shall not be able to appraise this period fully 
until the next business recovery begins and 
we can view the whole cycle. 


Productivity, Costs, and Prices 


Thus far we have treated prices and wages 
as though they were directly related to each 
other. Of course, there is a rough corres- 
pondence in their movements—when prices 
rise (as in 1946-48 or 1950-51) wages follow 
them up, and when wages lead the way (as in 
1955-56) prices eventually respond. However, 
it is evident that the correspondence of wages 
and prices is not very close, either in timing 
or in rate of change. One major reason is that 
there is a third factor which intervenes, name- 
ly, productivity. 

The wage rate (largely represented by hour- 
ly earnings) is one measure of labor cost to 
the employer and therefore an influence on 
prices. But the wage rate is not the only factor 
in an employer’s labor cost; it is modified by 
the number of man-hours required to produce 
a unit of product. The latter is one way of 
expressing productivity—man-hours per unit 
of product. 

Higher wages per hour might be balanced 
by fewer man-hours of work, so that the 
labor cost might remain the same and prices 
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would be unchanged. If labor saving exceeds 
wage increases, prices could be reduced. There- 
fore, in analyzing the wage-price problem it 
is necessary to take productivity into account. 
The great difficulty at this point is that pro- 
ductivity data are not nearly as complete nor 
as well understood as are wage and price data. 
Efforts are being made to remedy this situa- 
tion. 
Measures of Productivity 


The Bureau of Labor Statistics has recently 
released estimates of productivity which fall 
within the framework of Gross National Pro- 
duct. This type of estimate, which may also 
be referred to as net output or real product 
per man-hour, reflects a number of things; 
changes in plant productivity arising out of 
technological change, and gains in worker and 
managerial efficiency; shifts between plants; 
changes in labor requirements resulting from 
changes in material used for unit of output; 
and shifts in the relative importance of indus- 
tries with higher or lower levels of produc- 
tivity. This measure might show an increase 
in productivity for a sector (or for the total 
economy) even if there were no change in 
productivity of the component industries. 

We have prepared indexes of real product 
per man-hour for the years 1947-57 covering 
(1) the total private economy, (2) agriculture, 
(3) total nonagriculture, and (4) manufactur- 
ing (Chart 2). The data for 1957 are prelimi- 
nary, and are therefore subject to revision as 
soon as more 1957 information becomes avail- 
able. 

The index for the total private economy is 
based on estimates of Private Gross National 
Product (in constant prices) published by the 
Office of Business Economics of the Depart- 
ment of Commerce. The estimate for agri- 
culture is obtained from the same source. The 
estimate for manufacturing is based on pre- 
vious work of the Bureau of Labor Statistics 
with preliminary extensions for recent years. 
(See BLS Report No. 100). 

The man-hour estimate for the private econ- 
omy and the major subdivisions includes the 
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time of all persons, including the self-em- 
ployed, unpaid family workers, as well as all 
wage and salary workers. The estimates cover 
hours paid (plus hours of unpaid family work- 
ers), including paid holidays, vacations and 
sick leave. 


Trends in Output per Man-Hour 
1947-57 

During the period 1947-57, total private 
real product per man-hour increased by 37 per 
cent over the 10-year period. This is somewhat 
less than 3.4 per cent per year cumulative. 

The agricultural sector of the private econ- 
omy showed a much higher gain than the 
remainder; output per man-hour in agriculture 
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rose to a level nearly 84 per cent above 
1947, an average of over 6 per cent a year 
cumulative. By contrast, the nonfarm sector 
gained only 28.6 per cent over the period. 
Manufacturing output per man-hour rose 
somewhat more, (32.4 per cent) than the 


remainder of the nonfarm sector (which is 
not shown on the chart). 

Excluding agriculture, the general picture 
of productivity in the postwar period is as 
follows—first, a sharp rise, 1947-50, as in- 
dustry adjusted itself to peacetime operations; 
then a slowing down during the Korean war, 
1951-53; next, a further sharpening of the 
rise in 1954-55; and finally, a pronounced 
slackening in 1956-57. Thus, for total non- 
farm, nearly half the entire rise occurred by 
1950; in manufacturing the gain by 1950 was 
13 per cent, but the additional rise to 1957 
was only 17 per cent. 


The Year-to-Year Fluctuations 


While productivity is better represented as 
an underlying long-run trend than as year- 
to-year fluctuations, nevertheless, the postwar 
pattern makes some sense. There was not 
much gain in productivity during World War 
II, for obvious reasons. This was followed by 
the dislocations of reconversion; so 1947 was 
not a good year. But industry immediately 
began a “catching-up” period, just as it did 
in the early 1920’s after World War I. 

Then the shifts and dislocations brought 
about by the Korean hostilities (1951-53) 
slowed up the trend. A year of business re- 
covery (such as 1955) is nearly always a good 
productivity year, but the rise slackens at 
the peak of the boom (1956-57). There is as 
yet no good explanation of the comparatively 
poor showing of the last two years. I seriously 
doubt that this foreshadows a new lower trend 
for the future. The heavy capital investment 
by American industry during the last few 
years should express itself eventually, prob- 
ably in the next business recovery. 


Costs and Prices 


The next step in the analysis consists of a 
comparison over the years of labor costs and 
nonlabor costs in the determination of prices. 
The price index used for this purpose is neither 
the Consumer Price Index nor the Wholesale 
Price Index as such. It is the price change 
estimated to have occurred in the private 


nonfarm sector of the economy.’ It shows a 
rise of 28 per cent since 1947. (Chart 3). 
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The change in price per unit reflects the 
change in labor and nonlabor costs per unit. 
The unit labor cost is average hourly compen- 
sation per dollar of real product divided by 
real product per man-hour, that is, by produc- 
tivity. It includes direct and indirect wage 
payments to all persons engaged in the pro- 
duction of nonfarm products. 

Note that agriculture is entirely excluded— 
production, compensation, and prices. Un- 
fortunately, because of the nature of the 
figures, it is necessary to include here the 
earnings of the self-employed and the inde- 
pendent businessmen. We have no way of 
separating out the compensation for their 
labor from the profits of their enterprises. 

Nonlabor payments are lumped together as 
the remaining factor in the price determina- 

*It excludes direct farm products. It includes final 


demand price of goods purchased by producers and 
consumers. 
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tion. They include rent, interest, profits, and 
other nonlabor costs. 

What this chart shows is that up to 1950 
unit labor costs lagged behind unit nonlabor 
costs. This is not surprising because productiv- 
ity increased sharply during that first postwar 
period and actual current prices in the econ- 
omy had risen faster than wages. During the 
next few years, 1951-53, employee compen- 
sation rose faster than prices, with the result 
that nonlabor payments leveled off. In 1953 
the two were about in balance. The labor costs 
leveled off again, due primarily to the high 
productivity of 1954 and 1955, but the situa- 
tion was reversed once more in 1956 when 
employee compensation rose above the price 
line for the first time in the postwar period. 
We have not carried this analysis forward to 
1957, because data are too preliminary. 


Compensation and Productivity 


What I have just discussed is the relation- 
ship of productivity and wages to labor costs 
per unit of output. Another way of looking at 
these two items is in a way which is frequently 
referred to as “sharing the gains” of produc- 
tivity. For this purpose we want to compare 
real compensation with productivity. 

The next chart (Chart 4) shows the real 
compensation per man-hour of the persons 
employed in the private nonfarm sector of the 
economy compared to productivity in that 
same sector and in the total economy. Real 
compensation represents the actual earnings 
of these persons deflated by the Consumer 
Price Index. The productivity lines are the 
same as those shown on Chart 2. 

What this chart shows is that up through 
1953 real compensation in the private nonfarm 
sector followed closely but remained below 
the productivity of that sector. However, in 
1954 the lines crossed and in 1956 there was 
a sharp divergence. In other words, real com- 
pensation in the nonfarm sector has now sur- 
passed the productivity of that sector. We are 
not as yet able to carry these figures forward 
to 1957, 

When we compare nonfarm compensation 
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with the productivity of the total private econ- 
omy, which includes agriculture, we find that 
productivity was ahead for the entire period, 
and in 1956 the two lines were coming much 
closer to each other. 

Note that this analysis has been in terms of 
the total postwar period. Obviously, if we 
started with a different year, 1950 or 1940, 
for example, the lines might appear in a dif- 
ferent relationship to one another. 


Some Concluding Observations 


1. The data presented here record the out- 
come of the operation of economic forces in 
the past. They show how wages, prices, and 
productivity interacted to produce the broad 
general result for the economy as a whole or 
for its major sectors. The outcome was not 
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achieved by purposeful activity by labor and 
management in pursuit of objectives designed 
to bring about these results. On the contrary, 
the data show the consequences of impersonal 
forces operating in our economy. These figures 
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were not even available for most of the period, 
so they could not have served as guides to 
action. 

2. These broad historical aggregates may 
not be closely related, or even applicable, to 
individual firms or industries. The general 
price indexes are the average of rising prices 
and falling prices. The earnings figures reflect 
both high wages and low wages, rising wages 
and lagging wages. Our productivity studies 
show that some industries may be achieving 
spectacular technological improvements while 
others are actually declining. Amidst such 
diversity there is no simple common rule which 
can apply everywhere. 

To be concrete, one industry may be pros- 
perous and expanding; another, stable but 
static; still another, declining. The manage- 
ments in these different industries are in 
entirely different situations. Each firm must 
study its markets, its costs and the efficiency 
of its operations, not in terms of aggregates 
representing the whole economy, but specifi- 


cally in terms of the prospects in its own 
industry. The state of general business con- 
ditions may be a factor in a firm’s decisions, 
but the success or failure of an enterprise will 
be determined by its own competitive position 
and that of the industry to which it belongs, 
In this respect the workers in an industry are 
in the same boat as management. They too 
are subject to competitive forces and must 
gauge the prospects of the firms and the 
industry. 

So prices, wages, and productivity are de- 
termined first in the decisions reached in 
hundreds of industries by thousands of firms 
and millions of workers. The national aggre- 
gates are only the statistical summation of 
the results of this multitude of decisions. 

In my judgment these historical data can 
serve as a useful tool for general economic 
analysis. They provide information which may 
enable us to interpret recent economic devel- 
opments, appraise economic policies, and judge 
the performance of the economy as a whole. 
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BUSINESS: ITS ORGANIZATION, MANAGEMENT AND RESPONSIBILITIES 
by Robert Y. Durand 

Prentice-Hall, Englewood Cliffs, N. J., 1958 
| Intended mainly for the uninitiated, this book does a good job of surveying the 
various fields of business organization, management and responsibilities. It is actually ; 
quite a trick to compress so much into as little as 550 pages but Durand manages it quite 
well, partly by using pictures sparingly. 

Durand tries to go beyond mere description and raises some incisive questions at 
times, questions that relate to the real significance of the practices under discussion. 
The book contains many short situational examples to illustrate points. These are usually 
both pertinent and interesting. 

The sophisticated reader may not find much new material in this book but he will 
find a well written book which does a good job of surveying today’s thinking on most of 
the subject discussed. For the scholar, ample footnotes and source references are provided. 

Teachers will recognize the contents as largely the same as you find in Introduction 
to Business texts. Like textbooks, it has cases for discussion at each chapter end. It 
differs, however, from the usual Introduction to Business by dwelling on big issues and 
avoiding detailed descriptions. 


F. G. Moore 


Michigan Business Reviewy 


| | 
| 
| 
| 32 
| 


INDEX TO VOLUME X 


Adams, t., Mirrors Managers, 


Fiscal Operations 
Hlomont, No. 4, July; p. 27. 


‘he Brandywine River 
C., Is the ¥ Justi- 


Bromage, Mi Mary Latins Sey Sey “Yes,” “No,” of 


Cannell, Charles F., and Kahn, Robert L., Inter- 
Essential Executive No. 


Thomas H., Trends in Education for Busi- 
ness, No. 4, July, p. 13. - 


Productivity, 
Conan, Eleven Approackes to 
of Distribution Costs, No. 3, May, 
Future, No. 1, January, p. 8. 


De Lorenzo, Anthony, Public Relations in Mod- 
ern Management, No. 5, November, p. 16. 


The Business of Management, 
4, July, p. 1. 


Emmons, Glenn Economic Progress the 


Flanders, Ralph E., Control of the sapemnnery 
Spiral, No. 1, January, p. 1. 


Thomas G., Consumer vs. Business Spending 
papi @ Destabilising Factor in the Current Re- 
cession, No. 4, J » P. 20. 


Gies, Thomas G., 1958—Recession Without a De- 
, Cline?, No. 1, January, p. 2. 


Griffin, Clare E., 4 n Economist’s View of “Fair 
Trade;” No. 3, November, p. 21. 


Michigan Business Review ~ 1958 


uly, p. 31 

Howe, ., Executive Compensation Policies 

Hidden Regulation, No. 3, May, 

Kahn, Robert L., and Cannell, Charles F., Inter- 
rinsing on No, 
» March, p. 18. 


3, May, p. 3. 


Loftus, Joseph, The McClellan Committee Hear- 
ings and Labor, No. 4, July, p. 8. 


te Wil Easy Money Affect 
ome-Building? , No. 4, July, p. 23. 

Pilcher, C. Convertibles—Senior Securities or 

Common 1, January, p. 22. 


Readings in 


Scanlan, Eleanor Recommended Readings in 
Industrial » No. 2, March, p. 13. 


Sentner, R. F., The Outlook for Steel, No. 3, 
May, p. 18. 


Industrial Diemonds—a Strategic 
aterial, No. 3, May, p. 30. 


R. The Universit 
july, 
Wernette, J. Philip, Between Booms, No. 2, 
March, p. 26. 


Ross, Are “Subliminal” Commercials 
?, No. 1, January, p. 26. 


Willis, Edgar E., Taboos and Television, No. 1, 
January, p. 17. 


In each issue: Michigan Business Indicators 


if 


BUREAU OF BUSINESS RESEARCH 


RECENT PUBLICATIONS 


By Inenz PLAce 
Based on data gathered from personal interviews with 58 systems analysts il 
business and government situations in 14 cities, Administrative Systems .1nalysigj 
identifies the scope of this type of work. It gives job descriptions for analystqg 
defines the purpose of “ systems” departments, and enumerates types of studiegy™ 
they undertake. It tells what it takes to be a systems analyst (education, expefia 
ence, aptitude, and abilities), presents a “Philosophy of Systems Analysis,” and 
describes opportunities for advancement. : 
Michigan Business Reports, Number 28, 19578 
96 pages, paper, $4007 


A STUDY IN LIQUIDITY 
By A. PATON, JR. 


The sharp and sustained increase inthe level of prices in the United Stal 
in recent years has rendered conventional accounting measurements and state§ 
ments inaccurate and dangerously misleading. The problem is receiving consider 
able attention, with discussion and research focusing primarily on problems of 
inventory valuation and measurement of periodic depreciation and plant asset) 
costs. This study, an analysis of fifty-two industrial corporations for the period 
1941-1956, measures and appraises the significance of losses sustained on the# q 
“monetary” accounts—cash, government securities, and short-term receivablesi@ 
These purchasing power losses, not reported at all by the ordinary accounting! 4 
| process, are found to be very substantial. The study further indicates a definite @ 
| need for critical reappraisal by management of traditional concepts of corporate @ 
| liquidity and working capital management. i 4 
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